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HIGHLIGHTS OF BUSINESS IN OCTOBER 


The steel and coal strikes dominated the economic 
scene in October. Within the month the effects of the 
strikes had begun to be felt in many sectors. Freight car- 
loadings were down 37 percent from last year. Industrial 
production declined 10 points to 162, as steel production 
fell to less than 10 percent of capacity. Automobile pro- 


duction dropped sharply with the closing of some plants 


and the part-time work scheduling of others, but the in- 
dustry nevertheless experienced the satisfaction during 
the month of surpassing the 1929 production record of 
5,358,000 cars and trucks. Electric power output for the 
first time this year fell below the level of the correspond- 
ing period of last year. Department store sales were down 
about 11 percent below the level of October, 1948, with 
the sharpest drops occurring in areas with industries most 
dependent on steel or coal — Buffalo, Pittsburgh, Bir- 
mingham, and Chicago. 


Employment Declines as Unemployment Rises 

Largely as the result of a seasonal decline of 450,000 
in agricultural employment, total ‘civilian employment fell 
by almost the same amount to 59 million in October. Non- 
farm employment rose slightly to 51.3 million. Unemploy- 
ment rose contra-seasonally by 225,000 to 3.6 million, 
and would undoubtedly have been more had the data been 
compiled later in the month instead of during the first 
week. As it was, many of the unemployed consisted of 
striking steel and coal workers seeking temporary em- 
ployment elsewhere. 

The total civilian labor force now numbers 62.6 mil- 
lion as compared with a civilian labor force of 61.8 mil- 
lion in October of last year. The main changes in the 
composition of the labor force on a year-to-year basis 
are a decline of 900,000 in agricultural employment and 
an increase of 1.9 million in unemployment. Weather con- 
ditions during September caused early farm layoffs this 
year by impeding harvesting operations. Allowing for 
this, and for the fact that nonfarm employment would 
have been larger in the absence of the strikes, the labor 


force appears to have very well absorbed the net increase © 


of 800,000 during the past year. 
Prices Down Slightly 


The Bureau of Labor Statistics wholesale price index 
declined 0.7 percent to 151.4 of the 1926 average in the 


—— 


last week of October. Farm prices aceounted for most 
of the decline during the month. Prices of nonfarm prod- 
ucts fell only slightly. The absence of pressure on non- 
farm prices, like the continued strength in the stock 
market, suggests that the present letdown is being dis- 
counted as only temporary in character. _ 

The Bureau of Agricultural Economics*index of prices 
received by farmers dropped 2.4 percent from mid-Sep- 
tember to mid-October. Mainly responsitle were lower 
prices for hogs, truck crops, cotton, and comm. Since prices 
paid did not decline as much as prices} received, the 
parity ratio fell 2 points to the August low of 101. 


Construction Maintained at High Level 


New housing starts in October continued at the peak 
rate of 100,000, though preliminary estimates indicate a 
minor decline from the September total, which is being 
revised upward. This exceeded housing starts of last 
October by more than a third. So far thif- year about 
845,000 new units have been begun, as compared with 
814,000 units started in the first ten months of 1948. The 
all-time peak of 937,000 units started in 1925 will almost 
surely be surpassed. 5 

The total value of new construction put in place in 
October was estimated to be $1.86 billion, 2 percent be- 
low September but 2 percent above last October. For the 
first time this year, private nonfarm residential building, 
at $695 million, exceeded the corresponding ‘month of 
last year. Publicly financed construction amounted to 
$532 million in October, 16 percent above October, 1948. 
New construction during the first ten months of this 
year is valued at $15.9 billion. 


Manufacturers’ Sales Increase; Inventories Off 


Manufacturers’ sales in September rose more than 
seasonally by 4 percent over August to $17.9. billion, a 
high for the year. Sales of both durables and nondurables 
increased, the former to $8.2 billion and the latter to 
$11.5 billion. At the same time, manufacturers’ inven- 
tories, which have been falling since February, dropped 
$500 million after seasonal adjustment, equal to almost 
$6 billion at an annual rate. The main decline occurred 
in durable goods, largely among iron, steel, and machinery 
manufacturers whose inventories were depleted by heavy 
sales just prior to the steel strike. 
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That Christmas Trade Again 


With the approach of the Christmas season, thoughts 
turn again to the question of what will be the most suit- 
able gifts within the giver’s budget. Whether the things 
decided upon will be available is another question. For 
most shoppers, hardly anything is more frustrating than 
having a wonderful inspiration ruined by finding the 
stores sold out. 

Among the merchants themselves, many are worried 
about their ability to take care of their customers’ de- 
mands. When they tried to place large orders in August 
and September, they frequently found industry in no po- 
sition to meet their requirements. 


Trade Prospects Are Bright 

What put us in the present tight position was the fear 
that took hold a year ago. For a time, it made “getting 
out from under” the keynote of business policy; and the 
way to get out from under was to cut commitments and 
let inventories run off. This involved cutting back pro- 
duction, of course, and with it, employment and incomes. 

In the “recession” consumers’ expenditures repre- 
sented a sustaining force. Their income was partly sus- 
tained by a sharp increase in unemployment compensation 
payments and other government programs; and except 
for a temporary dip in July, personal income has con- 
tinued at an annual rate of about $212 billion since last 
February. Personal consumption expenditures actually 
increased a little from the first to the second quarter, as 
consumers cut their savings about a billion dollars; and 
in the third quarter the rate of spending again increased, 
as total personal income declined slightly while total ex- 
penditures held quite steady. During this quarter, the 
trend in retail sales was definitely upward, the beginning 
of a recovery that will not be complete until inventory 
liquidation has ceased. 

The Federal Reserve Survey of Consumers Finances, 
conducted at the recession lows in July, revealed that 
consumers’ intentions to buy were unabated. Among its 
basic conclusions were: “Consumer expectations regard- 
ing personal incomes and over-all business conditions con- 
tinued to be generally optimistic. . . . In July more than 
half of the spending units at every income level felt their 
financial positions were at least as good as they had been 
a year earlier. . . . The stated intentions of the public to 
buy automobiles, houses, and other durable goods in the 


period from July, 1949, to June, 1950, indicated no marked 
decline in sales of these goods.” 

In October, the recovery was interrupted by strikes 
in the key coal and steel industries. The immediate re- 
action of consumer spending is illustrated in the chart on 
page 6. This kind of decline is temporary, however, and 
partly represents a deferral rather than a real loss of 
purchases. Now that the strikes are being settled, there 
is every reason to believe that sales will make a strong 
recovery. 

An important factor supporting this recovery will be 
the expenditures by veterans from the insurance refunds — 
that they will receive early in 1950. These large refunds, 
amounting to $2.8 billion in the aggregate, will represent 
a direct addition to personal incomes. High spending from 
this “windfall” income seems assured by the fact that 
small payments will be made to so many — some 16 mil- 
lion veterans getting on the average a little less than 
$200 each. Some of this spending will enter the Christmas 
trade, through anticipatory borrowing; most will follow 
receipt of the refunds with a reasonable lag. All lines of 
business will receive some stimulus. 


Low Inventories Spell Trouble 


The stability of consumer incomes and expenditures 
made it easier to effect the desired liquidation of inven- 
tories. In contrast, reduced inventories will not make it so 
easy to attain last year’s volume of sales. 

The recovery in August did not greatly reduce the 
rate of inventory liquidation. Just as it took some months 
to stop accumulating last winter, it will require some 
months to stop liquidating. In August, additions to retail 
and wholesale inventories came entirely out of manu- 
facturers’ stocks. The combined inventories of these three 
groups declined $450 million on a seasonally adjusted 
basis, or at an annual rate of $5.5 billion. 

While ratios of inventories to sales have not yet fallen 
much under last year’s level, the movement is down rather 
than up; and except for the strikes, it appears probable 
that these ratios would become more adverse right up 
to the height of the Christmas rush. 

The Federal Reserve indexes of department store in- 
ventories declined almost 15 percent from November to 
August, but sales declined less than 3 percent in the same 
period. The decline in outstanding orders was even more 
severe, amounting to almost 25 percent in the year ended 
August 31. Hesitancy in making commitments — based on 
fears that the decline in business would continue or that 
strikes would cut into Christmas buying — is indicated by 
the failure of outstanding orders to increase as rapidly as 
in either 1947 or 1948. 

Late ordering thus placed an important restriction on 
production. The dearth of orders in the spring created 
the impression that demand had evaporated. When orders 
began to recover, manufacturers kept their schedules low 
te let excess inventories run off, and in some cases, whet 
orders were boosted sharply, requested delivery schedules 
could not be met. Specifically, some producers of items 
like electrical appliances and dolls announced that they 
would not be able to fill all orders before Christmas. 

The steel strike is bound also to have some effect in 
restricting production, though only with a lag, since in- 
ventories have enabled most manufacturers to maintain 
their operations through October. ' 

The drop in production has now become the most sig- 
nificant difference between the situation today and that 
of last year. Then, industry was turning out more goods 


(Continued on page 6) 
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ILLINOIS INDUSTRIES AND RESOURCES 


Illinois is by far the leading state in the nation in the 
manufacture of electrical appliances, with almost twice 
the dollar volume of Connecticut, its nearest competitor. 
Appliance shipments from Illinois in 1947 were valued at 
$150 million, over 30 percent of the total. 

The 1947 Census of Manufactures, whose figures are 
quoted, includes in its appliance grouping only electric 
ranges, water heaters, and the numerous small appliances 
such as irons, toasters, food mixers, and fans. The other 
larger items of home equipment, such as refrigerators 
and washing machines, driers, and ironers, are classified 
in different industries for which complete production 
figures by states are not available. Illinois, however, is 
known to rank high in the manufacture of most of these 
heavier products, popularly regarded as appliances and an 
important part of the industrial picture. 

Among the well-known appliance brands manufac- 
tured by the 12,000 Illinois workers in the industry are 
Sunbeam, Admiral, Dormeyer, Handyhot, Cory, Hotpoint, 
Toastmaster, ABC, Thor, Eureka-Williams, and Deep- 
freeze. Over two-thirds of the more than 70 firms manu- 
facturing appliances in the State are located in Chicago, 
with others in Elgin, Danville, Rockford, Peoria, Bloom- 
ington, Effingham, Geneva, and Freeport. 


Great Diversity of Product 


The appliance industry is constantly turning out new 
models and new types of products. It is now possible to 
find an electrical appliance to do almost any household 
task: among the newer appliances with promising sales 
outlooks are electric bedcoverings, broilers, laundry driers, 
dishwashers, and garbage disposers. 

Many companies which manufacture products far re- 
moved from the appliance field have seen in the fast 
developing appliance market an opportunity for diversify- 
ing and stabilizing their production activity. Such firms 
as Bendix Aviation, General Motors, Borg-Warner Motor 
Products, and the Admiral and Philco radio corporations 
started making appliances before the war, and the ex- 
panding market has since attracted other manufacturers. 

A number of the firms already manufacturing appli- 
ances have added new lines, some making as many as ten 
different products. The Cory Corporation, famous for 
glass coffee brewers, also makes electric coffee grinders, 
knife sharpeners, and air circulators; and Hotpoint, Inc., 
whose Chicago electric range plant is the largest in the 
world, is now producing refrigerators, garbage disposers, 
hot water heaters, dishwashers, and laundry equipment. 


Postwar Growth 


The wartime lapse of civilian production created a 
backlog of demand for electrical appliances so great that 
sales volumes in all lines hit new peaks in 1946 and 1947. 
Last year, sales of almost all appliances again broke 
previous records, with dollar volumes almost three times 
the 1941 level. Although price increases are, of course, 
largely responsible for the gain in value, sales estimates 


THE ELECTRICAL APPLIANCE INDUSTRY 


for 1948 are impressive, with 1.5 million ranges, 5 million 
toasters, 4 million washing machines, 3 million electric 
fans, and 4.5 million refrigerators sold during the year. 

By last spring it appeared that war-created backlogs 
of demand were largely satisfied. Dealers were able to 
meet immediate delivery requests and began to accumu- 
late stocks. In some cases they cut prices in order to sell 
off all but minimum inventuries. However, except for a 
temporary letdown, consumer purchases held up well, and 
by August sales in most lines were again climbing, par- 
ticularly for the more expensive household equipment. 

A readjustment of this kind was inevitable, since the 
large postwar increase in sales was based primarily on 
deferred replacement needs and increased consumer buy- 
ing power. Although it seems unlikely that 1949 appliance 
sales will attain the record-breaking 1948 level, they are 
still unusually high. 


Outlook for the Future 


Appliances have experienced a rapid gain in popu- 
larity, and the industry’s growth over the past several 
decades gives every indication of continuing, with new 
and better-performing products leading to further in- 
creases in demand. Because of postwar expansion, how- 
ever, industrial capacity will still be above expected sales 
volumes, indicating keen competition for the future. 

Long-term growth in the industry has been stimulated 
not only by technical improvements and resulting price 
reductions but by declining electric rates and the increas- 
ing availability of electric power. The number of wired 
homes in the United States, including newly constructed 
units, has jumped by one-third since Pearl Harbor, a gain 
of almost 10 million, and it is rising by almost 2 million 
annually. The average domestic rate per kilowatt-hour of 
electricity dropped from 6.6 cents in 1928 to 3.06 cents 
in 1948. Over the same 20-year period, the average 
monthly consumption of electricity for residential use rose 
from only 718 million to 4,204 million kilowatt-hours, re- 
flecting in turn the increasing use of appliances. 

According to the estimates of McGraw-Hill’s Electri- 
cal Merchandising, the appliance market is far from satu- 
rated, in spite of its postwar growth. Of all the products 
of the industry, the electric iron is nearest to market 
saturation. Found in 91 percent of wired homes, its sale 
has been primarily a replacement business for years. 
Other appliances are not so widely used. Although almost 
two-thirds of the nation’s electric customers have toasters, 
only one-quarter have mixers and waffle irons, and less 
than 5 percent have electric bedcoverings, dishwashers, 
or garbage disposers. Of the larger equipment, vacuum 
cleaners are found in only half of the wired homes, 
whereas two-thirds have washing machines, and three- 
fourths have refrigerators. Although the more popular 
appliances, which have come to be thought of as necessi- 
ties, may not experience such spectacular increases in the 
future, their sales will remain large, with replacement 
alone representing a substantial volume of business. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 


UNITED STATES MONTHLY INDEXES 


Percentage Changes August, 1949, to September, 1949 Percentage 
~o -20- -20 ° September Change from 
PRODUCTION item 1949 Aug. Sept. 
1949 1948 
Annual rate 
RODUC TION in billion $ 
Personal income!............. 210.8 — 0.3] — 2.5 
Manufacturing! 
EMPLOYMENT — MANUFAC TURING Sales... 226.8* + 1.1] — 5.0 
New construction activity! 
Private residential.......... 8.2 +3.0| — 3.8 
CONSTRUCTION] CONTRACTS AWARDED Private nonresidential...... . 7.9 — 1.5] — 8.6 
Public nonresidential........ 6.3 — 1.9] +12.8 
Foreign trade! . 
Merchandise exports........ 10.8 + 2.6] — 2.3 
QEPARTMENT STORE SALE Merchandise imports. ....... 6.4 +7.9| — 5.4 
Excess 4.4 — 4.1] + 2.5 
Consumer cr outstanding* 
Total 16.8» + 2.1 | +10.3 
WL. BANK DEBITS Installment credit.......... 9.9> | + 2.8] +20.7 
us Business loans*............... 13.4» + 3.2 | —12.2 
Cash farm income’............ 31.3 + 7.9 | —13.0 
(1935-39 
Industrial production? = 100) 
Combined index............ + 1.2); —10.4 
Durable manufactures....... 197* + 2.6] —12.4 
Nondurable manufactures. . . +3.0] — 4.5 
ILLINOIS BUSINESS INDEXES 119° — 7.8 | —23.7 
144 + 0.5 9.6 
ercen uction workers......... a ; - 9. 
— Factory worker earnings* 
Items 1935-39 Average hours worked....... 105 + 1.3} — 0.5 
( 100 Aug. Se Average hourly earnings... . . 235 +0.5| + 1.4 
= 100) 1949 1948 Average weekly earnings. .... 248 + 1.8] + 0.9 
Construction contracts awarded§} 463 +20.8 | +43.5 
Electric 248.2 — 4.7| — 0.8 Department store sales?........ 289" + — 6.5 
Coal produciion®............... 58.3 —38.8 | —57.0 Consumers’ price index*....... 170 + 0.5} — 2.8 
Employment — manufacturing’..| 114.9 + 1.7 | —10.7 Wholesale prices‘ 
Payrolls—manufacturing*....... 269.2 + 3.0; —11.3 All commodities............ 191 +0.5| — 9.0 
Dept. store sales in Chicago‘. . 233.4" | + 3.1| — 0.8 Farm products............. 215 + 0.5) —14.1 
Consumer prices in Chicago’. . 175.8 + 0.8] — 2.0 205 + 0.9 | —13.3 
Construction contracts awarded*| 329.2 — 4.2} — 4.9 179 — 5.3 
264.6 + 1.5} — 9.3 Farm prices* 
227.9 + 2.8} —21.4 Received by farmers........ 233 + 1.6] —14.1 
Life insurance sales (ordinary)*..| 154.1 — 2.0} + 3.9 Paid by farmers............ 194 — 0.4] — 3.2 
Petroleum production™......... 238.2 — — 0.3 dt 103° + 2.0] —11.2 
1 Fed. Power Comm.; ? Ill. of Mines; * Ill. Dept. of of Commerce; ? Federal Reserve Board; S. Dept. 
* Fed. Res. Bank, Dist.; ; Bur. of W. of cultures S. Bureau of Labor Statistics; F. W. Dodge Corp. 
Dedge wn * Fed. es. Bd.; * Ill. Coop. Crop Repts.; 3 ™ Agcy. Season ally adjusted. » As of end of month. ¢ Based on official in- 
Aas Survey. dexes, 1909-14 = 100. 
casonally ad 
UNITED STATES WEEKLY BUSINESS STATISTICS 
1949 1948 
Oct. 29 Oct. 22 Oct. 15 Oct. 8 Oct. 1 Oct. 30 
Production: 
Bituminous coal (daily avg.)......... thous. of short tons. . 462 423 398 368 304 2,134 
Electric power by utilities........... mil. of kw-hr........ 5,433 5,430 5,481 5,450 5,521 5,555 
Motor vehicles (Wards)............. number in thous.... . 132 136 140 141 144 111 
Petroleum (daily avg.).............. thous. bbl........... 5,018 5,015 4,985 4,957 4,891 5,604 
1935-39 =100....... 18 19.2 19.2 16.9 174.7 199.7 
a ee thous. of cars....... 591 589 584 574 658 932 
Department store sales................ 1935-39 =100....... 297 296 290 297 302 319 
Commodity prices, wholesale: 
All commodities.................... 1926=100.......... 152.5 152.1 152.1 152.3 152.4 164.8 
Other than farm products and foods. .1926=100.......... 144.8 144.9 145.0 145.0 145.3 153.4 
ded August, 1939=100... 247.3 246.1 245.3 245.9 244.9 305.0 
inance: 
Failures, commercial................ os 221 181 172 182 181 1 
Source: Survey of Current Business, Weekly Supplements. 
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Construction Holds Up 


A less than seasonal 2 percent drop in construction 
put in place in October left the value of such construc- 
tion at $1,856 million, only $36 million under September, 
and $42 million above October, 1948. Declines in private 
construction were partially offset by rises in public con- 
struction such as schools and hospitals. New construction 
for the first 10 months of the year was valued at $15,882 
million, about 1 percent above the comparable period of 
1948. Private construction was down 6 percent from last 
year whereas public construction was up 26 percent. 

New housing starts in September rose 2,000 units 
from August to a total of 100,000. It may be seen from 
the accompanying chart that this contra-seasonal rise 
differs markedly from last year’s pattern, when starts de- 
clined steadily from May onward, and is substantially 
higher than 1947 activity. The September starts were only 
slightly below the postwar peak of 100,300 units begun in 
May, 1948, and were more than 20 percent above the 
82,200 units begun in September, 1948. The total for the 
first nine months reached 743,000 new units started. 

A recent release by F. W. Dodge Corporation predicts 
that building and construction valuations for 37 states 
east of the Rockies will drop an estimated 4 percent in 
1950 from 1949’s expected total of $9,940 million. The 
anticipated decline is attributed partly to a drop in costs 
of building and partly to a fall in physical volume. 
Privately owned construction is estimated at 10 percent 
less than in 1949 in contrast with an 8 percent rise in 
publicly owned construction. The forecast, however, is 
qualified by the statement that postwar construction has 
met only the most urgent needs and that conditions are 
extremely favorable for a construction increase. 


Labor Situation Still Uneasy 


Labor unrest continued during October with neither 
of the two big strikes, coal and steel, settled. Coal nego- 
tiations proceeded on an in-again, out-again basis, and 


NEW HOUSING STARTED 


THOUSANDS OF UNITS 
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Department of Labor. 


RECENT ECONOMIC CHANGES 


steel negotiations were piecemeal, with a few smaller 
producers nibbling at a settlement but U. S. Steel still 
holding out. The steel workers’ strike was extended to 
nine plants of the Aluminum Company of America on 
October 17. Bethlehem Steel signed an agreement on 
October 31 providing for pensions and insurance for its 
workers, and shortly afterward Republic Steel and Jones 
and Laughlin came to terms. John L. Lewis indicated that 
royalties amounting to 50 or 55 cents per ton would be 
the basis of coal settlement but there was no evidence as 
to whether he would get so large an increase from the 
present 20 cents a ton. Several less noticed strikes — 
against the Singer Company, the Missouri Pacific, and 
Bell Aircraft — were settled. 

A seasonal drop in agricultural work caused a drop 
in farm employment of 448,000 workers, in the survey 
week of October, which was only partially offset by a 
rise of 36,000 workers in nonagricultural employment. At 
the same time unemployment rose by 225,000. Data are 
based on a sample taken during the first week of October 
and are presented in the tabulation below, in thousands 


of workers: October September October 
1949 1949 1948 
Civilian labor force............ 62,576 62,763 61,775 
7,710 8,158 8,627 
Nonagricultural............. 51,290 51,254 51,506 
Unemployment............... 3,576 3,351 1,642 


It may be pointed out that the survey week preceded 
the bulk of strike-induced unemployment and that, in 
some cases, workers found temporary employment else- 
where. Strikers who were seeking such work were par- 
tially ‘+ cause of the rise in unemployment, which was 
contrary to the usual fall movement. 

A new minimum wage law, to become effective early 
in 1950, provides that the minimum hourly wage shall be 
75 cents, a 35-cent increase over the old law. The Depart- 
ment of Labor has estimated that 1.5 million workers 
will be affected by the law. 


Price Movements Mixed 


Wholesale prices during October declined slightly, 
from 152.3 percent of the 1926 average on October 4 to 
151.4 percent on November 1, as farm products dropped 
3.3 percent. Foods and all other commodities remained 
much the same, each dropping less than 1 percent. 

Farm prices dropped 2.4 percent from mid-September 
to mid-October, from 249 to 243 percent of the 1909-1914 
parity base. Hogs, truck crops, and corn were marked by 
lower prices which were not completely offset by in- 
creased prices for dairy products, food grains, and citrus 
fruit. During the same period prices paid dropped from 
242 to 240 percent of the base average, mainly because 
of lower prices for food, feed, and building materials, the 
same components marked by price declines in the previous 
month. The parity ratio fell back to 101, thus losing the 
2-point gain from August 15 to September 15. 

Consumer prices rose fractionally from August to 
September, from 168.8 to 169.6 percent of the 1935-39 
average, as food prices advanced 0.8 percent to 204.2. 
Only fruits and vegetables failed to follow the seasonal 
upward trend. Other major groups—rent, fuel-elec- 
tricity-refrigeration, housefurnishings, and miscellaneous 
— also showed very slight increases; only apparel showed 
any decline and that also was very small. 
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Department Store Sales Down 

Department store sales, which have lagged behind 
1948’s high level throughout the year, have also fallen 
below the 1947 level since June, as shown in the accom- 
panying chart. October sales fell sharply from the Sep- 
tember level, dropping from 289 to an estimated 276 
percent of the 1935-39 average; widespread strikes were 
an important factor in the 4.5 percent decline, with 
regional declines greatest in strike areas. It may be seen 
from the chart that the 1949 movement of department 
store sales approximates the 1947 pattern more closely 
than last year’s, when the autumn slump occurred in 
November instead of in October as it had in 1947 and 
1946. In connection with department store sales, it is 
worth noting that the FRB adjusted index of stocks has 
fallen to a two-year low, indicating that some inventory 
expansion might help sales volume. 

Total retail sales amounting to $10.9 million in Sep- 
tember showed little change from August after adjust- 
ment for seasonal variation. Sales of general merchan- 
dise and apparel stores rose 3 percent in September after 
seasonal adjustment, with other categories of nondurables 
sales remaining about level. In durable goods sales, only 
housefurnishings showed any notable change, a 4 percent 
increase. : 


Corporate Finances 

Cash dividends paid out in September were 7 percent 
over September, 1948, rising to a total of $725,700,000, 
according to the Department of Commerce. Dividends 
paid during the third quarter, amounting to $1,409 million, 
were still 1 percent higher than those paid out in the cor- 
responding period of 1948. Of the major groups, only 
mining showed a decline from last year on a monthly 
basis, and only mining and miscellaneous industries 
showed declines on a quarterly basis. Sizable increases 
were shown on a quarterly basis in trade, utilities, and 
communications industries; manufacturing as a whole 
remained substantially level with the third quarter, 1948. 

The Securities and Exchange Commission has re- 
ported that corporate working capital continued to rise 
during the second quarter, reaching a total of $66.7 


DEPARTMENT STORE SALES 
(seasonally adjusted) 


1935-39 =100 
V3 


260;- = 


Source: Federal Reserve Board. 


billion on June 30. The increase of $900 million was ap- 
proximately the same as in the first quarter and, as then, 
resulted from a greater decline in liabilities than in 
assets. Corporate inventory liquidation amounted to $28 
billion from March 31 to June 30. Besides the rise in 
working capital, corporations were able to add plant and 
equipment valued at $4.2 billion during the second 
quarter, with about two-thirds of the expansion coming 
from internal sources. Cash and U. S. Government securi- 
ties were the only items on either side of the corporate 
balance sheet to show increases. The SEC pointed out 


that, whereas the prewar ratio of cash and government | 


securities to current liabilities was about 45 percent, cor- 
porations in postwar years have increased their liquidity 
to the point where the ratio was 69 percent on June 30, 
An interesting sidelight on October’s economic pic- 
ture is afforded by the behavior of the stock market, 
which ignored adverse developments in continuing up- 
ward from the June lows. Stock prices were generally 
strong or higher during the month, as traders gained con- 
fidence from reported high earnings of companies in such 
industries as automobiles, steel, chemicals, and electrical 
equipment. Growing optimism apparently outweighed the 
caution engendered by the strikes and related layoffs. 


Another Big Crop Year 

Despite the fact that crop estimates have been revised 
downward in the past few weeks, the Department of 
Agriculture says this year’s crop production will be sec- 
ond only to that of 1948 and will reach surplus propor- 
tions in such important crops as corn, wheat, cotton, and 
oilseeds, Because of the continued excess production, it 
is expected that some control over next year’s output of 
major crops will be maintained in connection with the 
extended support level of 90 percent of parity. The 
Bureau of Agricultural Economics expects a continuation 
in 1950 of the present downward trend to a general level 
10 percent below that of 1949. Such a drop would be the 
same as from 1948 to 1949. Declining production and 
sales, as well as falling prices, entered into BAE con- 
siderations which indicated that production costs will fall 
less than gross income. 


That Christmas Trade Again 
(Continued from page 2) 


than final consumers were buying, and the large current 
additions to stocks could be used to make up retailers’ 
deficiencies rather quickly. Now, supplies of goods are 
not only lower throughout the economy but are being 
eaten into still further; and with manufacturers’ inven- 
tories also low, merchants will not be able to draw upon 
them to a corresponding degree. 

The combined prospect of restricted supplies and ex- 
panding sales suggests that definite tight spots will de- 
velop before the Christmas season is past. Many late 
shoppers will find their choice of merchandise even more 
restricted than last year. 

If stocks are short, sales are likely to be somewhat 
reduced, but the buyers’ rush probably won’t be. Every 
time a person has to go to two stores instead of one 
to get a particular size or style, traffic is increased just 
that much. It is a different kind of traffic — like the cars 
that keep driving around the block because they can't 
park — but it has the same effect in slowing everyone up. 

What all this adds up to, in our opinion, is the good 
old adage: DO YOUR CHRISTMAS SHOPPING 
EARLY! VL.B 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Southern Illinois Study 


The resources and potentials of the 16 southernmost 
counties in the State are clearly defined in a book en- 
titled Southern Illinois (University of Illinois Press, 
$3.00). The idea for the book originated with interested 
groups in the area who are making a concerted effort to 


increase job opportunities and regional income. They re- 


quested the aid of various state agencies on the project 
and the result is this complete and objective inventory 
of Southern Illinois resources and their present state of 
development. The book includes many valuable statistics 
concerning the area and suggests ways in which business 
can make better use of its resources. 


Aids to Small Business 


In order to help the small independent manufacturer 
eliminate lost motion and avoidable expense in seeking 
foreign markets through the Marshall Plan, the Depart- 
ment of Commerce has put out a folder entitled “The 
ECA and Small Business.” The ECA has established an 
Office of Small Business to assist the small enterpriser 
with the problems of overseas business, a number of 
which are listed in the folder. Inquiries should be directed 
to the Administrator for Small Business, ECA, Washing- 
ton 25, D.C. 


The owner or manager of a small business often is 
faced with problems which in larger companies are 
handled by hired specialists. In order to help him search 
for information, the Department of Commerce has com- 
piled a Guide to Selected Publications of the Department 
of Commerce. Concise and well classified, the guide is 
arranged by industry for easy use, and items have been 
selected which will be of special value to small businesses. 


The Department of Commerce has made available to 
those owning or interested in small businesses a Small 
Business Packet of seven official publications which dis- 
cuss a number of the problems of small business. The 
topics covered include Regulation of Pricing Practices, 
Government Regulations, Retail Policies, Government 
Licenses, Trade-Marks, Sources of Loans, and Financial 
Considerations in the Establishment of a New Small 
Business. (Order from Chicago or Milwaukee office, $1) 


Taft-Hartley Effects 


Some Effects of the Taft-Hartley Act are discussed in 
a bulletin recently published by the University of Illinois 
Institute of Labor and Industrial. Relations. The Act has 
influenced industrial relations in a number of ways. Some 
unions have had to give up the formerly normal pro- 
cedures of secondary boycotts and closed-shop demands, 
and in some cases interunion rivalry has been intensified. 
The effect of the Act on strikes is not clear, but changes 
in contract provisions have been made, and cases arising 
out of the law have provided a major job for the NLRB, 
which has acted upon a greater proportion of charges 
against unions than against employers. The bulletin 
stresses that, because the Act has been in operation only 
a short time and during a period of high employment, 
most of its effects should be regarded as tentative. 


Industrial Recreation 


The administration of industrial recreation programs 
is discussed in a recent publication of the William- 
Frederick Press, New York City. The book, After The 
Whistle Blows, by Jack Petrill, tells how to organize 
recreation programs in both large and small plants, and 
stresses the importance of having a trained expert in the 
field head the program. Warning against overemphasizing 
athletics, the book points out that cultural and social pas- 
times and amusements should also be a part of industrial 
recreation. The activities of greatest interest to employees 
should be discovered by interview or questionnaire sur- 
veys before a prog.am is planned, and detailed descrip- 
tions of numerous possible activities are included in the 


discussion. 
Public and Private Debt 


The nation’s total net debt at the end of 1948 was 
$429 billion, $14 billion more than a year earlier. “Public 
and Private Debt in 1948,” an article in the October 
issue of the Survey of Current Business, shows that the 
increase was the result of a combination of divergent 
movements. Net public debt was reduced $5 billion last 
year, while net private debt moved up $19 billion to $197 
billion, a continuation of postwar expansion but less, both 
in amount and rate of growth, than that recorded in 1947. 
The accompanying chart shows the relationship of last 
year’s changes to historical trends. Particularly clear is 
the long-term growth in net Federal debt which resulted 
in an exchange of the roles of private and Federal debt as 
determinants of the movements of the total. With the 
exception of the World War I period, private debt was 
the dominant influence until 1933, after which there was 
a continuous expansion of Federal debt through 1945, 
when it reached 62 percent of the total. Only in the past 
two years have movements in private debt regained a 
controlling influence, more than counterbalancing declines 
in Federal debt. At the end of 1948 Federal debt made up 
50 percent of the total, with private debt contributing 46 
percent and state and local government debt 4 percent. 


NET PUBLIC AND PRIVATE DEBT 
pes OF DOLLARS 


400+ 
300+ 
TOTAL PUBLIO 
ANO PRIVATE 
200 


PRIVATE, CORPORATE, 
100 


PRIVATE, NONCORPORATE 


° 
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Source: U. S. Department of Commerce. 


1 Data represent individual and noncorporate private debt. 
* Data are for June 30 of each year. 
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GROWTH OF MANUFACTURING IN ILLINOIS 


INEZ CONLEY, Research Associate 


Illinois kept pace with the nation in the expansion of 
manufacturing activity during the war years. In both, 
value added by manufacturing operation tripled from 
1939 to 1947, according to 1947 Census of Manufactures 
data recently released by the Bureau of the Census. In- 
creases in number of manufacturing establishments and 
workers employed were Jarge, though less striking. 

All parts of the State and all industries participated 
in the advance, with some tendency toward greater con- 
centration on heavy industry and less on nondurables like 
food and textiles. The relative position of Illinois in the 
family of states was on the whole unchanged, though 
there were some shifts in particular industries. 


Illinois Grows With the Nation 

Total value added to products manufactured by Illinois 
firms in 1947 was $6,680 million, as compared with $2,187 
million in 1939. This was an increase of 205 percent, the 
same as for the country as a whole. Value added is the 
amount by which the value of shipments exceeds the cost 
of materials and supplies. Although some of the increase 
was due to a higher price level in 1947, some rise in 
physical volume of production is indicated. 

Chart 1 shows the relative advances of major Illinois 
manufacturing industries in 1947, as measured by the 
percentage increase from 1939 to 1947 in value added. 


Chart 1. PERCENTAGE INCREASE IN 
VALUE ADDED, 1939-1947 
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Rates of gain for the nation, as the chart shows, tended 
to be more uniform than for the State. 

Heavy industries gained in importance in Illinois, 
Value added in the machinery, fabricated metal products, 
and primary metal industries in 1939 represented 38 per- 
cent of the value added to all products manufactured in 
the State, whereas in 1947 value added in these industries 
represented 44 percent of the total. 

Within the State, plants manufacturing transportation 
equipment had the greatest percentage increase — 38]. 
Nationally, the electrical machinery industry had the 
greatest gain in value added. 


All Industries Expand 


Chart 2 shows the expansion which has taken place in 
Illinois manufacturing industries since 1939 in terms of 
value added by the manufacturing process, number of 
persons employed, and number of manufacturing units. 

All industries in the State showed growth in terms of 
value added to products. 

The machinery (except electrical) manufacturing in- 
dustry displaced food and kindred products as the leading 
single industry in the State, measured either by value 
added to products or by total employment. Nationally, 
processing of food and kindred products was still the 
No. 1 industry, measured by dollar value added. 

Employment increased in all industries in the State 
except the textile mill products industry. Some 363,000 
more persons were employed in the State’s manufacturing 
plants in 1947 than in 1939, bringing total production 
employment in the State to 954,000, a 61 percent gain over 
1939. Nationally, manufacturing employment increased 53 
percent. Generally, those industries that had the greatest 
gain in value added to products also had the greatest 
gains in employment. : 

There was a net gain of approximately 4,000 new 
manufacturing establishments in the State, bringing the 
total from 11,983 in 1939 to 15,988 in 1947. This increase 
of 33 percent compares with a 38 percent increase in 
number of manufacturing units in the nation. 

Food processing was. the only industry that experi- 
enced a decline in the number of manufacturing units in 
both Illinois and the nation. The decline in number of 
plants reflected a trend toward larger plants, for the 
industry gained in employees and in value added. 


All Localities Participate in Gain 

The Chicago area continued to hold its dominant posi- 
tion in the State’s manufacturing. Seventy-one percent of 
all Illinois manufacturing workers were employed in the 
Chicago area, and value added in that area amounted to 
approximately 74 percent of the total value added to all 
products made in the State. Three-fourths of the four 
thousand new plants established in the State since 1939 
are located in the Chicago area. 

Manufacturers in the downstate area averaged a 
slightly higher percentage increase in value added to 
products than did manufacturers in the Chicago area. 
This would seem to indicate that some of the more 
rapidly advancing industries are located down state. 

The downstate area averaged a 61 percent increase in 
employment, the same as the Chicago area. However, 
percentage increases for the downstate counties with 
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Chart 2. CHANGES IN ILLINOIS MANUFACTURING ACTIVITY 
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comparatively little manufacturing activity varied greatly. 

The table presents data regarding value added to 
products manufactured in selected counties and cities of 
the State. Approximately 95 percent of the State’s manu- 
facturing industry is located in 27 Illinois counties for 
which Census data have been published. All these coun- 
ties showed substantial gains in value added and in num- 
ber of persons employed in manufacturing. 

After Cook County, Madison and Winnebago counties 
retained their respective ranks as second and third coun- 
ties in the State in terms of total value added. Peoria 
County climbed from ninth in 1939 to fourth in 1947. 

McLean County, with only a small amount of manu- 
facturing, led the State in percent of increase in value 
added and in number of persons employed. Of the cities 
listed, Peoria showed the greatest percentage gain. 


Illinois Retains High Rank 

Illinois retained its rank as third among the states in 
terms of dollar value added to products. New York was 
still the leading manufacturing state and Pennsylvania 
was second. Value added by New York firms in 1947 
totaled $9,636 million, and that added by Pennsylvania 
firms amounted to $6,950 million. 

After Illinois, other leading states, listed in order, 
were: Ohio, Michigan, New Jersey, California, Massa- 
chusetts, Indiana, and Wisconsin. These states held the 
same ranks in 1939, except that Massachusetts then out- 
ranked California, and Connecticut, not Wisconsin, was 
tenth. California led the states in rate of growth since 
1939, with a 256 percent increase in value added by manu- 
facturing and a 96 percent increase in employment. 

Complete data are not yet available to show changes 
in the relative positions of the states in the nation’s. in- 
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dustries. Shifts have undoubtedly occurred but in the 
industries for which data on leading states are now avail- 
able, Illinois has generally maintained its position. Where 
it led, it still leads, as illustrated by the article on electric 
appliances on page 3 of this issue. Where it lags is in 
industries like textiles in which it never was important. 


VALUE ADDED BY MANUFACTURE 


Value added Pescentage 
Area increase 
1947 1939 1939-1947 
(millions) | (millions) 

Chicago aves... .... 4,942 1,630 203 

Downstate area.......... 1,738 557 212 
Selected counties: 

SEE 4,548 1,504 202 

Winnebago............ 189 51 271 

139 41 239 

Rock 128 47 172 

123 45 173 

101 34 197 

100 34 194 

83 21 295 

26 5 420 

Selected cities: 

3,974 1,270 213 

148 41 261 

88 88 0 

76 20 280 

Springfield............. 37 16 131 
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LOCAL ILLINOIS DEVELOPMENTS 


Illinois business activity in September exhibited mixed 
tendencies. Manufacturing employment and payrolls were 
up slightly from August but remained lower than in 
September, 1948. Department store sales throughout the 
State showed large gains over the preceding month, part 
of which were attributed to seasonal influences. Coal out- 
put, curtailed by the strike, was down sharply. Other 
declines, partly seasonal in character, occurred in petro- 
leum, electric power production, and construction contract 
awards. 


Labor 

The October issue of Labor Market Trends, published 
by the Illinois Department of Labor, shows the proportion 
of the labor force which was unemployed in September in 
major Illinois areas. The areas having less than 7 percent 
unemployed were Chicago and surrounding areas, Quad- 
Cities, Rockford, Peoria-Pekin, and Decatur. On the 
other hand, the Crab Orchard, Mt. Vernon, and Cairo 
areas reported unemployment of 12 percent or over. 

Strikes were an important factor in the employment 
situation. The Department of Labor pointed out that by 


URBAN BUILDING AUTHORIZED IN ILLINOIS 
(percentage change 1948 to 1949) 
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October 1, 55,000 workers were directly involved in dis- 
putes, with railroad employment indirectly affected, 
mainly in Centralia, the Crab Orchard area, and Spring- 
field. It was reported that manufacturing industries other 
than those directly involved in strikes had not been seri- 
ously affected by mid-October. According to the Depart- 
ment’s monthly report, total nonagricultural employment 
in September was about 3,069,900 as compared with 
3,051,500 in August, an increase of 0.6 percent. However, 
the total was still 4.6 percent lower than in September 
of 1948. 


Urban Building Authorized. 


The valuation of urban building authorized in Illinois 
had been running behind 1948 through the first seven 
months, but August showed an increase of 4.3 percent 
over the same month of last year. As is indicated by the 
chart, the increase is entirely a reflection of the 22.6 
percent jump in residential building authorized, which 
more than offset declines in nonresidential building and 
in alterations, additions, and repairs. 

Valuations of permits authorized for dwelling units 
were up in most parts of the State as compared with 
August, 1948, but most outstanding was the upsurge in 
Chicago, which reported a gain of almost 60 percent. In 
the first seven months of this year, all building author- 
ized in Chicago amounted to $84 million, or 13 percent 
less than the valuation for the same period of 1948. How- 
ever, the tremendous spurt in residential permits and a 
smaller advance in nonresidential building in August 
raised the eight-month total to $101 million and narrowed 
the gap from the first eight months of 1948 to 8 percent. 


Department Store Sales 


Department store sales for the first nine months were 
lagging behind last year’s sales for the same period in 
nearly all Illinois areas. Of the twelve cities for which 
data are available, Joliet, with an increase of 4.5 per- 
cent, was the only one to show a gain. Kankakee, with 
sales down 13.6 percent for the period, had the largest 
decline and was followed by Rockford, with a drop of 
9.7 percent. 


Farm Income 

Reflecting the drop in farm prices, Illinois cash 
receipts from farm marketings totaled 12.1 percent less 
in the first nine months of 1949 as compared with the 
same period last year. Income from livestock and products 
was down 16.3 percent, while income from crops was only 
4.7 percent lower. In comparison, cash farm income for 
the nation in the nine-month period was down somewhat 
less, with total receipts showing a decline of only 8.3 
percent. Receipts from livestock and products fell 11.2 
percent; crop receipts declined 3.9 percent. 


Consumers’ Prices 

In September the consumers’ price index for Chicago 
rose 0.8 percent to 175.8 percent of the 1935-39 average. 
This widened the margin over the index for the nation, 
which rose 0.5 percent to 169.6. All major groups of com- 
modities and services except apparel contributed to the 
gains in both cases, with food prices rising the most. At 
212.1, the Chicago index of food prices was the highest 
the city had experienced since October, 1948. The apparel 
index in Chicago, however, fell 0.8 percent from August 
and at 191.2 was the lowest since November, 1947. 
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SEPTEMBER, 1949 


COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 


Manufacturingt | Buildin Depart- Bank Postal 
Employment & Payrolls Permi ment Store Debits? Receipts? 
(Indexes 1935-39 = 100) (000) Sales? (000,000) (000) 
ILLINOIS... 114.9 269.2 $18,022 $8,247" | $10,942" 
ug., 1949... —21. 422.1 +15 411.2 
Percentage Change from. . . . . Sept., 19 ~10.7 —5.3 -9.3 +11.8 
NORTHERN ILLINOIS 
Percentage Change from. . . {gue 1 —12.2 —13.7 -7.1 —10.0 +12.7 
Percentage Change from. . . 1948...|  —11.2 -17.3 453.3 -0.2 +11.7 
Percentage Change from. . . {gue 1948..| —4.6 4157.2 +2.3 +11 45.5 
ug., —2. +4. —I7. 
Percentage Change from. . . 1948...| —11.5 ~19.8 4193.7 -9.0 —18.9 
ug., +2. —4. 
Percentage Change from... —19.5 415.7 
Rock 123.7 309.3 $ 2 $ $140 
ug., —-0. —39. n.a. +4. 
Percentage Change from. . . {sex 1948...| +7.9 414.5 —50.4 -4.5 423.1 
135.6 347.2 $ 338 $ 130 
Percentage Change from. . . {gue 1948. ~9.5 ~12.6 42.8 —8.2 46.6 
CENTRAL ILLINOIS 
ug., ‘ n.a. —3. 
Percentage Change from. . . 1948...| 4212.3 +13 +3.0 
Percentage Change from. . . 1948 na na. 45.9 +17 +7.2 -2.0 
ug., : é +14. +6. —5. 
Percentage Change from... 1948. 43.2 4248.3 -6.5 +13.5 
ug., . +14. é +2. 
Percentage Change from. . . {eng 1948...| —2.6 +3.8 —10.2 45.2 +17.0 
ug., was —2. —49. n.a. 
Percentage Change from... 1948. na. na. —64.5 +6.4 
ug., +2. — 36. ‘ 
Percentage Change from. . . {som 1948...| +2.4 +1.2 47.2 -6.5 an +6.9 
Percentage Change from. . . 1948...| —22.9 —25.5 ~10.0 +0.6 +18.6 
Springfield... 223.8 514.5 $ 279 $73 $188 
Percentage Change from. . . 1948...) —24.1 —19.0 —0.4 —10.3 
SOUTHERN ILLINOIS | 
105.4. 223.1 $ 296 $ 115 $ 39 
‘Aug. 1949...| —3.7 +19 +13.0 +2.0 
ug., 1949... —2. —2. n.a. -0. —I5. 
Percentage Change from. . . {san 1948...| —14.3 -11.8 425.5 -8.8 40.1 
ug., —2. —23. n.a. 
Percentage Change from. . . 1948...| —7.4 42.0 48.1 


* Research Departments 


Sources: ! Illinois De 


* Total for cities listed. 
> Rock Island only. 

* Moline only. 

n.a. Not available. 


Federal Reserve Banks in Sevent 
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rtment of Labor. Data on employment and payrolls include plants in areas surrounding designated cities. 
(Chicago) and Eighth (St. Louis) Districts. * Local 


post office reports. 
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INDEXES OF BUSINESS ACTIVITY 
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